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ETHIOPIAN DISPUTE TESTS LEAGUE COUNCIL 


ONVOCATION of the League Council for an 

extraordinary session on July 31 indicates 
that the great powers, having failed to settle the 
Italo-Ethiopian conflict through ordinary diplo- 
matic channels, are ready once more to test the 
efficacy of League methods. The Council’s con- 
ciliation efforts, however, are seriously hampered 
—if not jeopardized—by Mussolini’s apparent de- 
termination to postpone League discussion of the 
conflict as a whole until September, when the end 
of the rainy season would permit Italy to attack 
Ethiopia. 

On July 25—tthe time limit set for the League 
conciliation commission formed under the Coun- 
cil resolutions of May 25—Italy notified the 
League that on July 14 and 23 it had sent two 
notes to Ethiopia. In these notes it had expressed 
the intention to resume the conciliation proceed- 
ings, indefinitely suspended on July 9,* “provided 
always that those proceedings must remain within 
the limits of the arbitration agreement concluded 
by the two parties.” Italy also “formally” asked 
the Ethiopian government whether it intended 
“to adhere to its undertakings, given in that 
agreement, or not, and if so whether it would in- 
struct its agent [appearing before the commis- 
sion] accordingly.” The agreement referred to 
in these notes is apparently the May 25 Council 
resolutions which stipulated that conciliation and 
arbitration provided for in the 1928 Italo-Ethiopi- 
an agreement should be carried out within defi- 
nite time limits. The real difficulty is that the 
Council resolutions did not define the scope of the 
commission’s work. Italy has argued that the 
commission’s mandate is strictly limited to dis- 
cussion of responsibility for the attack at Ual Ual 
in December 1934, and other incidents. Ethiopia, 
for its part, has maintained that the location of 
the frontier should be considered as a relevant 
factor in determining the aggressor. 


*’ Saving League at Ethiopia's Expense?’ Foreign Policy Bulletin, July 19, 1935. 


What Italy apparently hopes to do is avoid 
premature withdrawal from the League, which 
might further strain its relations with Britain, 
at the same time limiting League action to minor 
points of conciliation procedure. In reply to a 
League inquiry regarding convocation of the 
Council, Mussolini sent an ambiguously worded 
telegram on July 27. “Should the Ethiopian gov- 
ernment,” he said, “have officially declared its in- 
tention,” Italy “would have had no difficulty in 
taking part in the meeting [of the League Coun- 
cil], but it considers that in the present state of 
affairs the only object of the meeting must be to 
consider the most suitable methods of enabling 
the commission of conciliation and arbitration to 
resume its proceedings to advantage. Should this 
not be the case, the Italian government will make 
its observations on the subject.” In asking for an 
official statement of Ethiopian intentions, Musso- 
lini did not demand that this statement should 
support his concept of the commission’s functions, 
but he clearly warned the Council that, if it went 
beyond procedural questions, Italy reserved the 
right to object, or even to withdraw. 

Ethiopia complied with Mussolini’s first condi- 
tion on July 28, when it “officially stated its inten- 
tion” in a telegram addressed not to Italy, but to 
the League. The Ethiopian government declared 
that the League, not the disputants, must fix the 
terms of arbitration, and denied it had agreed to 
limit the powers of the conciliation commission as 
claimed by Italy. 

The Italo-Ethiopian deadlock confronts the 
Council with a critical decision as to which of two 
possible courses would prove less disastrous for 
the League—to block Italy’s designs in East 
Africa, and risk its departure from Geneva, or to 
countenance Italian aggression against Ethiopia, 
a League member. Should Italy withdraw in high 
dudgeon the League, already weakened by the de- 
parture of Germany and Japan and the absten- 


tion of the United States, might suffer further 
loss of prestige. But it may well be asked wheth- 
er, in the long run, the League will not be more 
seriously injured if the Council, by failing to pre- 
vent an Italian attack on Ethiopia, demonstrates 
conclusively that despite the League Covenant the 
rules of the international game have not changed, 
and that might continues to make right. 


VERA MICHELES DEAN 


TROUBLES OF THE GOLD BLOC 


The last few weeks have witnessed three impor- 
tant developments affecting the currencies of the 
gold bloc. On July 17 the French government, in 
a determined effort to stave off devaluation of the 
franc, issued a series of decrees providing for 
economies and new revenues aggregating almost 
11 billion francs. On July 22 Italy was obliged to 
suspend the gold reserve requirement against its 
note issue in order to finance foreign purchases 
necessitated by the military preparations for the 
campaign in East Africa. Finally, the Nether- 
lands guilder was endangered when the cabinet of 
Hendrik Colijn resigned on July 26 after a par- 
liamentary revolt against its economy program. 

The French decrees mark the latest and most 
drastic attempt to curtail public expenditure and 
balance the budget. All government salaries and 
pensions have been reduced from 8 to 10 per cent, 
and the holders of government obligations re- 
quired to accept a cut of 10 per cent in interest 
payments. In order to make these economies 
more bearable they have been accompanied for 
the first time by definite steps to decrease the 
high cost of living. House and apartment rents 
below a certain minimum are to be reduced by 10 
per cent, and the price of bread has been lowered. 
Reductions have also been ordered in coal prices 
and utility rates. Supplementing the economies, 
a number of new taxes have been levied largely 
to please the Left forces which are opposed to fur- 
ther deflation. The tax on incomes over 80,000 
francs has been raised 50 per cent, and that on 
bearer bonds from 17 to 24 per cent. In addition, 
a special levy of 25 per cent has been imposed on 
profits derived from the manufacture of war ma- 
terial. On the whole the decrees have met with 
little open resistance, although the Right and Left 
groups have been marshalling their strength and 
the political undertone is not entirely reassuring. 
The new measures, which are later to be supple- 
mented by others, should provide the final test of 
France’s ability to stay on the gold standard. Un- 
less they are followed by some degree of economic 
revival their efficacy may well prove to be illusory. 
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The suspension of the 40 per cent reserve re. 
quirement in Italy constitutes a recognition of the 
growing weakness of lire exchange which has re. 
cently been accentuated by the Ethiopian crisis, 
Throughout the depression the gold holdings and 
foreign assets of the Bank of Italy have been sub- 
jected to a heavy drain, declining from 10,341 
million lire at the end of 1929 to 5,883 million in 
1934. The surplus of imports over exports has 
increased steadily since 1931, and income from 
the tourist trade and emigrant remittances has 
declined sharply. In order to maintain the value 
of the lire a decree issued on December 8, 1934 
instituted a virtual foreign exchange monopoly by 
nationalizing all foreign credits and assets held 
by Italian companies and citizens. Almost all im- 
ports have since been subjected to license and 
those of a non-essential character drastically lim- 
ited. Despite these restrictions, the lire sank to 
a discount of from 6 to 8 per cent. Since May the 
Bank of Italy has been converting part of its gold 
into foreign balances, obviously with a view to 
financing the increased imports, particularly of 
raw materials, required for the impending cam- 
paign against Ethiopia. The suspension of the 
gold reserve ratio will now permit the continua- 
tion of this process. While it does not necessarily 
follow that the lire will be devalued, Italy appears 
to be experiencing much the same difficulties as 
Germany. It is already in arrears on some of its 
commercial payments abroad and will probably 
find it increasingly difficult to pay for necessary 
imports, especially since exports are handicapped 
by the high Italian price level which is rising rap- 
idly under the stimulus of armament manufacture. 

The increasing opposition to deflation in the 
gold bloc countries came to a head in The Nether- 
lands when Parliament refused to pass gov- 
ernment bill providing 77 million guilders in 
economies. The Catholic party sided with the 
Socialists in rejecting the program, thus precipi- 
tating the fall of the coalition cabinet led by Hen- 
drik Colijn. The guilder immediately declined 
and considerable exports of gold took place. It 
rallied again on July 29, however, when M. Colijn 
was again entrusted with the formation of a new 
government. Sentiment for maintaining the gold 
standard is still strong in The Netherlands, and 
it is possible that the next cabinet may be able to 
effect some compromise on the economy Dill. 
There is no doubt, however, that the devaluation 
of the belga, which has been particularly injurious 
to Dutch shipping interests, has made it more dif- 
ficult for The Netherlands to stay on gold. 


JOHN C. DEWILDE 
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